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DETAILED ACTION 
Priority 

1 . Examiner has given consideration to applicant's Provisional Application No. 
60/0455, 099. For examining purposes of this application, the effective filing date will be 
February 26, 2003. 

Claim Objections 

2. Claim 3-6 are being rejected to because of the following informalities: the claim 
recites wherein identifying and later recites comprising identifying . The claim is very 
confusing as to what Applicant is trying to claim. An appropriate correction is required. 

Claim Rejections- 35 U.S.C §101 
2. 35 US.C 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

3 Claims 20-23 are being rejected because the claimed invention is directed to 
non-statutory subject matter. 

Claim 20, recites a digital memory medium, which by itself is non-statutory. 
MPEP § 2106.02 states: Nonfunctional descriptive material that does not constitute a 
statutory process, machine, manufacture, or composition of matter and should be 
rejected under 35 U.S.C. 101 . Certain types of descriptive material, such as music, 
literature, art, photographs, and mere arrangements or compilations of facts or data, 
without any functional interrelationship is not a process, machine, manufacture, or 
composition of matter. Applicant does not recite a computer readable-medium being 
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capable of execution on a computer processor. Claims 21-23 are also being rejected 
because they depend from claim 20. Applicant is advised to satisfy the statutory 
requirements for the claims by correcting the claim language. 

Claim Rejections- 35 U.S.C § 102 

4. The following is a quotation of the appropriate paragraphs of 35 U.S.C. 1 02 that 
form the basis for the rejections under this section made in this Office action: 

A person shall be entitled to a patent unless - 

(b) The invention was patented or described in a printed publication in this or a foreign country or in 
public use or on sale in this country, more than one year prior to the date of application for patent in the 
United States. 

5. Claims 1,3,4, 6-9 are being rejected under 35 U.S.C 1 02(b) as being anticipated 
by US 2001/0056391 to Schultz. 

Regarding claim 1 , Schultz discloses a method for valuing options comprising: 
selecting an option (claim 1); providing empirical data that corresponds to the option 
(claim 5); processing the empirical data using regression modeling to provide an option 
valuation model for the option (paragraph 0069); using the option valuation model to 
value the option with respect to future worth (paragraph 0057). 

Regarding claim 3, Schultz discloses the method of claim 1 wherein providing 
empirical data that corresponds to the option further comprises providing empirical data 
for a substantially immediately preceding window of time (paragraph 0069). 

Regarding claim 4, Schultz discloses the method of claim 1 wherein providing 
empirical data that corresponds to the option further comprises providing empirical data 
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for a preceding window of time having at least a predetermined duration (paragraph 
0069). 

Regarding claim 6, Schultz discloses the method of claim 1 wherein providing 
empirical data that corresponds to the option further comprises providing pricing 
information that corresponds to the option (paragraph 0069). 

Regarding claim 7, Schultz discloses the method of claim 6 wherein providing 
pricing information that corresponds to the option further comprises providing daily 
closing prices for a plurality of days as corresponds to the option (paragraph 0068). 

Regarding claim 8, Schultz discloses the method of claim 1 wherein processing 
the empirical data using regression models to provide an option valuation model for the 
option further comprises projecting market option prices over localized regions of the 
option's state process (paragraphs: 0069,0070). 

Regarding claim 9, Schultz discloses the method of claim 8 wherein projecting 
market option prices over localized regions of the option's state process further 
comprises projecting market option prices over localized regions of the option's state 
process up to projected maturity of the option (paragraph 0073). 

6. Claim 20 is being rejected under 35 U.S.C 102(b) as being anticipated by Non 
Patent Literature document, "Empirical Performance of Alternative Option Pricing 
Models", by Bakshi, Cao, and Chen, The Journal of Finance, Vol. 52, No. 5 (Dec, 1997), 
herein referred to as Journal of Finance. 
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Regarding claim 20, Journal of Finance discloses empirical data that 
corresponds to an option; an option valuation model derived as a function, at least in 
part, of processing the empirical data using regression modeling (pages 2005-2007). 



Claim Rejections- 35 U.S.C § 103 

7. Claims 2&5 are being rejected under 35 U.S.C 103(a) as being unpatentable 
over Schultz in view of U.S 2004/0068457 to Tao et al, herein referred to as Tao and 
further in view of Official Notice. 

Regarding claim 2, Schultz discloses the method of claim 1 . However Schultz 
does not disclose wherein selecting an option further comprises selecting at least one of 
an index option; an interest rate option; a currency option; a stock option; a commodity 
option; a forward contract. Tao discloses wherein selecting an option further comprises 
selecting at least one of an index option; an interest rate option; a currency option;; a 
stock option; a commodity option;; a forward contract (paragraphs:0010,0013, 
0024,0025,0030; claim 4). Tao does not explicitly teach a bond option and a futures 
contract. Official Notice is taken that a bond option and a futures contract are old and 
well known in the art. Therefore it would have been obvious to one of ordinary skill in 
the art to modify Schultz's invention to include an index option; an interest rate option; a 
currency option; a stock option; a commodity option; a forward contract; a bond option; 
a forward contract. One of ordinary skill in the art would have been motivated to include 
an index option; an interest rate option; a currency option; a stock option; a commodity 
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option; a forward contract; a bond option; a forward contract in order to ensure that all 
types' options are available to the user. 

Regarding claim 5, Schultz discloses the method of claim 4. However 
Schultz does not disclose wherein providing empirical data for a preceding window of 
time 

having at least a predetermined duration further comprises providing empirical data for 
a preceding window of time comprising at least fifty days. Tao discloses wherein 
providing empirical data for a preceding window of time having at least a predetermined 
duration further comprises providing empirical data for a preceding window of time 
comprising at least fifty days (paragraph 0043). Therefore it would have been obvious 
to one of ordinary skill in the art at the time of the invention to modify Schultz's invention 
to include wherein providing empirical data for a preceding window of time having at 
least a predetermined duration further comprises providing empirical data for a 
preceding window of time comprising at least fifty days. One of ordinary skill in the art 
would have been motivated to include providing empirical data for a preceding window 
of time having at least a predetermined duration further comprises providing empirical 
data for a preceding window of time comprising at least fifty days in order to ensure that 
the window of fifty days gives the user a good estimation of the what the future value of 
the option might become. 

8. Claims 1 0, 1 3-1 5 are being rejected under 35 U.S.C 1 03(a) as being 
unpatentable over Schultz in view of U.S Patent 6,061,662 to Makivic. 
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Regarding claim 13, Schultz discloses the method of claim 1 . However Schultz 
does not disclose wherein processing the empirical data using regression modeling 
to provide an option valuation model for the option further comprises projecting market 
options onto a quadratic state-space of corresponding state variables that characterize 
the option. Makivic discloses wherein processing the empirical data using regression 
modeling to provide an option valuation model for the option further comprises 
projecting market options onto a quadratic state-space of corresponding state variables 
that characterize the option (column 26, lines 47-50; column 9, lines 28-43). Therefore 
it would have been obvious to one of ordinary skill in the art at the time of the invention 
to modify Makivic's invention to include wherein processing the empirical data using 
regression modeling to provide an option valuation model for the option further 
comprises projecting market options onto a quadratic state-space of corresponding 
state variables that characterize the option. One of ordinary skill in the art would have 
been motivated to include wherein processing the empirical data using regression 
modeling to provide an option valuation model for the option further comprises 
projecting market options onto a quadratic state-space of corresponding state variables 
that characterize the option in order to ensure that the regression model comes as close 
as possible to the actual value of the option. 

Regarding claim 14, Schultz discloses the method of claim 13. However Schultz 
does not disclose wherein processing the empirical data using regression modeling 
to provide an option valuation model for the option yet further comprises taking into 
account implied volatility of the option. Makivic discloses wherein processing the 
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empirical data using regression modeling to provide an option valuation model for the 
option yet further comprises taking into account implied volatility of the option (column 5, 
lines 19-21; column 1 0, lines 1 2-1 5). Therefore it would have been obvious to one of 
ordinary skill in the art at the time of the invention to modify Schultz's invention to 
include wherein processing the empirical data using regression modeling 
to provide an option valuation model for the option yet further comprises taking into 
account implied volatility of the option. One of ordinary skill in the art would have been 
motivated to include wherein processing the empirical data using regression modeling 
to provide an option valuation model for the option yet further comprises taking into 
account implied volatility of the option in order to ensure that the regression model 
comes as close as possible to the actual value of the option. 

Regarding claim 15, Schultz discloses the method of claim 1 . However Shultz 
does not disclose wherein using the option valuation model to value the option with 
respect to future worth further comprises localizing estimation of option regressions to 
sub-regions of overall state space as corresponds to the option. Makivic discloses 
wherein using the option valuation model to value the option with respect to future worth 
further comprises localizing estimation of option regressions to sub-regions of overall 
state space as corresponds to the option (column 25, lines 22-24). Therefore it would 
have been obvious to one of ordinary skill in the art at the time of the invention to modify 
Shultz's invention to include wherein using the option valuation model to value the 
option with respect to future worth further comprises localizing estimation of option 
regressions to sub-regions of overall state space as corresponds to the option. One of 
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ordinary skill in the art would have been motivated to include wherein using the option 
valuation model to value the option with respect to future worth further comprises 
localizing estimation of option regressions to sub-regions of overall state space as 
corresponds to the option in order to ensure that users determine a future target value 
for the option at the present time. 

9. Claims 12, 17-19 are being rejected under 35 U.S.C 103(a) as being 
unpatentable over Schultz in view of Journal of Finance. 

Regarding claim 12, Schultz discloses the method of claim 1 . However Shultz 
does not disclose wherein processing the empirical data using regression modeling to 
provide an option valuation model for the option further comprises providing a reduced- 
form option valuation mode. Journal of Finance discloses wherein processing the 
empirical data using regression modeling to provide an option valuation model for the 
option further comprises providing a reduced-form option valuation mode (page: 2016). 
Therefore it would have been obvious to one of ordinary skill in the art at the time of the 
invention to modify Schultz's invention to include wherein processing the empirical data 
using regression modeling to provide an option valuation model for the option further 
comprises providing a reduced-form option valuation model. One of ordinary skill in the 
art would have been motivated to include a feature wherein processing the empirical 
data using regression modeling to provide an option valuation model for the option 
further comprises providing a reduced-form option valuation model in order to ensure 
that the user has access to many different option valuation models before they decide 
when to exercise their options. 
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Regarding claim 17, Schultz discloses the method of claim 1 . However Shultz 
does not disclose wherein processing the empirical data using regression data to 
provide an option valuation model for the option further comprises providing a plurality 
of different option valuation models. Journal of Finance teaches wherein processing the 
empirical data using regression data to provide an option valuation model for the option 
further comprises providing a plurality of different option valuation models (pages: 2004- 
2010). Therefore it would have been obvious to one of ordinary skill in the art to modify 
Schultz's invention to include wherein processing the empirical data using regression 
data to provide an option valuation model for the option further comprises providing a 
plurality of different option valuation models. One of ordinary skill in the art would have 
been motivated to include a feature to process the empirical data using regression data 
to provide an option valuation model for the option further comprises providing a 
plurality of different option valuation models in order to ensure that the user has access 
to many different option valuation models before they decide when to exercise their 
options. 

Regarding claim 18, Schultz discloses the method of claim 17. However Schultz 
does not disclose wherein providing a plurality of different option valuation models 
further comprises: developing resultant data using the plurality of different option 
valuation models; comparing the resultant data with historical data for the option; 

selecting a particular one of the plurality of different option valuation models as based, 
at least in part, on comparing the resultant data with historical data for the option to 
provide a selected option valuation model. Journal of Finance discloses wherein 
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providing a plurality of different option valuation models further comprises: developing 
resultant data using the plurality of different option valuation models; comparing the 
resultant data with historical data for the option; 

selecting a particular one of the plurality of different option valuation models as based, 
at least in part, on comparing the resultant data with historical data for the option to 
provide a selected option valuation model (pages: 2014-2020). Therefore it would have 
been obvious to one of ordinary skill in the art to modify Shultz's invention to include 
wherein providing a plurality of different option valuation models further comprises: 
developing resultant data using the plurality of different option valuation models; 
comparing the resultant data with historical data for the option; selecting a particular 
one of the plurality of different option valuation models as based, at least in part, on 
comparing the resultant data with historical data for the option to provide a selected 
option valuation model. One of ordinary skill in the art would have been motivated to 
include a feature to provide a plurality of different option valuation models further 
comprises: developing resultant data using the plurality of different option valuation 
models; comparing the resultant data with historical data for the option; selecting a 
particular one of the plurality of different option valuation models as based, at least in 
part, on comparing the resultant data with historical data for the option to provide a 
selected option valuation model in order to ensure that depending on the user's 
preference, the best possible option valuation model is available for their particular 
needs. 
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Regarding claim 19, Schultz discloses the method of claim 18. However Shultz 
does not disclose wherein using the option valuation model to value the option 
with respect to future worth further comprises using the selected option valuation model 
to value the option with respect to future worth. Journal of Finance discloses wherein 
using the option valuation model to value the option with respect to future worth further 
comprises using the selected option valuation model to value the option with respect to 
future worth (page 2017). Therefore it would have been obvious to one of ordinary skill 
in the art at the time of the invention to modify Schultz's invention to include wherein 
using the option valuation model to value the option with respect to future worth further 
comprises using the selected option valuation model to value the option with respect to 
future worth. One of ordinary skill in the art would have been motivated to include a 
feature to use the option valuation model to value the option with respect to future worth 
further comprises using the selected option valuation model to value the option with 
respect to future worth in order to ensure that users can make an informed decision as 
to when they would exercise their option. 

10. Claim 21 is being rejected under 35 U.S.C 103(a) as being unpatentable over 
Journal of Finance in view of Tao. 

Regarding claim 21 , Journal of Finance discloses wherein the option. However 
Journal of Finance does not specifically disclose the options comprises at least one of: 
an index option; an interest rate option; a currency option; a bond option; a stock 
option; a commodity option; a futures contract; a forward contract. Tao discloses 
wherein selecting an option further comprises selecting at least one of an index option; 



Application/Control Number: 10/770,984 Page 13 

Art Unit: 4172 

an interest rate option; a currency option;; a stock option; a commodity option;; a 
forward contract (paragraphs:0010,0013, 0024,0025,0030; claim 4). Tao does not 
explicitly teach a bond option and a futures contract. Official Notice is taken that a bond 
option and a futures contract are old and well known in the art. Therefore it would 
have been obvious to one of ordinary skill in the art to modify Journal of Finance's 
invention to include an index option; an interest rate option; a currency option; a stock 
option; a commodity option; a forward contract; a bond option; a forward contract. One 
of ordinary skill in the art would have been motivated to include an index option; an 
interest rate option; a currency option; a stock option; a commodity option; a forward 
contract; a bond option; a forward contract in order to ensure that all types' options are 
available to the user. 

1 1 . Claims 22&23 are being rejected under 35 U.S.C 1 03(a) as being unpatentable 
over Journal of Finance in view of Makivic. 

Regarding claim 22, Journal of Finance discloses the option valuation model. 
However Journal of Finance does not disclose wherein the option valuation model 
further comprises an option valuation model that is derived as a function, at least in part, 
of projecting market option prices over localized regions of state processes of the 
option. Makivic discloses an option valuation model further comprises an option 
valuation model that is derived as a function, at least in part, of projecting market option 
prices over localized regions of state processes of the option (column 25, lines 31-43). 
Therefore it would have been obvious to one of ordinary skill in the art at the time of the 
invention to modify Journal of Finance's invention to include an option valuation model 
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further comprises an option valuation model that is derived as a function, at least in part, 
of projecting market option prices over localized regions of state processes of the 
option. One of ordinary skill in the art would have been motivated to include an option 
valuation model further comprises an option valuation model that is derived as a 
function, at least in part, of projecting market option prices over localized regions of 
state processes of the option in order to ensure that users will be able to anticipate the 
future price of stocks and exercise their options accordingly. 

Regarding claim 23, Journal of Finance discloses the option valuation model. 
However Journal of Finance does not disclose the option valuation model further 
comprises an option valuation model that is derived as a function, at least in part, of 
projecting market option prices over localized regions of state processes of the option 
up to projected maturity of the option. Makivic discloses an option valuation model 
further comprises an option valuation model that is derived as a function, at least in part, 
of projecting market option prices over localized regions of state processes of the option 
up to projected maturity of the option (Table 1 ). Therefore it would have been obvious 
to one of ordinary skill in the art at the time of the invention to modify Journal of 
Finance's invention to include an option valuation model further comprises an option 
valuation model that is derived as a function, at least in part, of projecting market option 
prices over localized regions of state processes of the option up to projected maturity of 
the option. One of ordinary skill in the art would have been motivated to include an 
option valuation model further comprises an option valuation model that is derived as a 
function, at least in part, of projecting market option prices over localized regions of 
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state processes of the option up to projected maturity of the option in order to ensure 
that users will be able to anticipate the future price of stocks and exercise their options 
accordingly. 
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CONCLUSION 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to MOHAMMAD Z. SHAIKH whose telephone number is 
(571)270-3444. The examiner can normally be reached on Monday-Friday (7:30-5); alt 
Fridays. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Tom Dixon can be reached on 571-272-6803. The fax phone number for 
the organization where this application or proceeding is assigned is 571-273-8300. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 

/Mohammad Z Shaikh/ Mohammad Z Shaikh 

Examiner, Art Unit 4172 Examiner 

Art Unit 4172 

/Naeem Haq/ 

Primary Examiner, Art Unit 4172 
Jan 08 



